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Abstract 
 
Recent research has shown that mobile phones can have a large impact in reducing digital 
divides and increasing economic growth in developing countries. It has be argued that the 
degree of liberalisation and open competition has been critical in the spread of mobile phones 
both in developed and developing countries, and that this will also be the most important 
factor for mobile phones to benefit poor and disadvantaged people.  
I chose to study the effect of mobile phones on digital divides, and the impact of 
liberalisation in Vietnam, a country which has very limited competition in the mobile 
telecommunication market, and no foreign competition. However the country is under 
pressure to open the market to international investment, and is planning to do so in the near 
future. In Vietnam I interviewed private users and small companies about their usage of 
mobile phones, and the main mobile operators and government representatives about their 
view on digital divide issues and plans for liberalisation. 
Despite a strong growth in the mobile market, I found few signs of effect from mobile 
phones on digital divides within Vietnam, in sharp contrast to results from similar studies in 
other countries. In this thesis I will analyse some of the differences between my findings and 
those of other studies, and try to identify some of the underlying reasons behind these, 
including what role the lack of liberalisation in Vietnam might play. This will be done based 
on my interviews with mobile operators and government representatives in Vietnam, and 
existing material about the mobile market in other countries. The findings will be discussed in 
light of relevant STS (Science, Technology and Society) theory about ICT, economic growth, 
competition, innovation, knowledge and learning.  
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1 Introduction 
 
 
Plenty of evidence suggests that the mobile phone is the technology with the greatest 
impact on development. … 
For policymakers interested in closing the “digital divide” to boost growth, the 
message is clear: mobile phones are the most effective means of doing so. 
The Economist, 12th March, 2005  
Several reports and articles, such as the example from The Economist above, have highlighted 
the potential of mobile phones to benefit the poor. There are now more mobile subscribers 
than fixed lines in both the developed and developing world, and according to ITU (2003) 
"[this] cross-over has taken place across geographic criteria such as countries, regions, and 
continents, across socio-democratic criteria such as gender, income, or age, and across 
economic criteria such as price premium for mobile (micro) or GDP per capita (macro)." 
I will argue that the most important innovations underpinning the popularity and 
spread of mobile phones, even in some of the world’s poorest countries, are not technological, 
but rather institutional and process-related. This includes government regulation and licensing, 
efficiency and cost cutting leading to lower prices and extended network coverage, and new 
consumer pricing and service models, such as the emergence of pre-paid subscriptions.  
Many observers, including the Economist, have pointed to the importance of open 
competition in the spread of mobile technology. Statistics show that countries with liberalised 
telecom markets have consistently higher number of users, when adjusted for their level of 
development. The Economist's leader (12th March 2005) ends with the following “promise” to 
the developing world:  
Rather than trying to close the digital divide through top-down IT infrastructure 
projects, governments in the developing world should open their telecoms markets. 
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Then firms and customers, on their own and even in the poorest countries, will close 
the divide themselves. 
I wanted to study the impact of mobile phones on digital divides in relation to the question of 
liberalisation. I chose to do my research in Vietnam as it is a fast developing country, with a 
strong focus on digital divide issues, but without open, international competition in the mobile 
sector.  
My research questions were: 
1) What impact are mobile phones having on digital divides in Vietnam? 
2) What effect will the opening of the mobile market to international competition 
have on the prospect of mobile phones to bridge digital divides?  
In light of experience from other countries, and the Vietnamese government’s strong focus on 
reducing digital divides, I expected to find various ways in which mobile phones were 
benefiting the poor and disadvantaged in the country. My plan was to look at which aspects of 
this might change with the upcoming liberalisation of the market, and to analyse where one 
could expect digital divides to shrink or expand. 
However, through my research I found no evidence of mobile phones reducing digital 
divides within Vietnam. Some of my focus then changed to exploring why this might be the 
case, and I soon found very good support in core STS (Science, Technology and Society) 
theory. 
I will argue that the state controlled model in Vietnam does not promote the right 
incentives, institutions and business culture to make the most of the potential offered by the 
mobile technology, and that this is true both in the question of general mobile growth, and for 
making mobile phones benefit the poor and disadvantaged.  
In the next chapter I will describe the methodology used for in my research, and then 
present some of the most relevant theoretical aspects. This includes an overview of the digital 
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divide debate, background on the importance of ICT for economic development, and the role 
of knowledge, innovation and socio-institutional factors in exploiting new technological 
developments. 
This is followed by a chapter presenting facts relating to the spread of mobile phones 
in some developing countries, and previous research and examples of how mobiles benefit the 
poor and improve economic development. I also give some background on the mobile 
telecommunication sector in Vietnam. In chapter 4 I then present my own research findings, 
before an analysis of these are given in chapter 5, followed by a conclusion. 
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2 Theoretical Framework 
 
2.1 Methodology  
 
2.1.1 Approach and Research Questions  
My approach is to explore the research questions from several angles, rather than to give a 
detailed analysis of one factor. I believe this approach gives me the best opportunity to reflect 
on, and answer the main questions.  
For my research I have used a combination of existing material and interviews. I use 
statistics and previous research about the digital divide, and about the spread and use of 
mobile phones in the developing world as a basis for my own research. I also draw on STS 
theory to explore the possible reasons for the findings, and place the digital divide discussion 
in a wider context.  
The main data collection has been through interviews carried out in Vietnam in 
August, September and October 2005. 
 
My research questions were: 
1. What impact are mobile phones having on digital divides in Vietnam? 
2. What effect will the opening of the mobile market to international competition have on 
the prospect of mobile phones to bridge digital divides?  
 
For the first research question about mobile usage, I used structured interviews based on two 
questionnaires, one for private mobile users, and one for small companies.  
The second research question about internationalisation and competition is very open. 
As the liberalisation of the market is an ongoing process there are no certain answers to this 
question yet. My approach has been qualitative interviews with operators, international 
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companies and the government about their policy for reducing the digital divide, the current 
influence of international companies, and what they perceive to be likely changes with more 
open markets. 
 
2.1.2 Structured Interviews about Mobile Usage 
I choose structured interviews as the main source of information gathering about mobile 
ownership and usage in Vietnam. Structured interviews are most appropriate where “factual 
information is to be collected and the researcher knows in advance the type of information the 
participants will be able to provide” (King 1994), which was the case for this part of my 
research. The data I wanted to collect was also generally quantifiable. Alternatives such as 
postal survey or telephone interviews were out of the question due to factors such as limited 
time available and no knowledge of the local language. 
The interviews were based on two different questionnaires; one for private users, and 
on for small companies. According to King (1994) structured interviews are characterise by 
using “a detailed schedule with questions asked in a specific order. […] Questions are mostly 
closed, and will use numerical rating scales, and/or tick-boxes.” This is also the principle I 
followed when developing my questionnaires. It was particularly important for me to make 
the questions very clear and easy to understand, as I needed to use an interpreter for all these 
interviews. Using an interpreter carries some risks, as it is impossible for the researcher to 
actually understand literally how the questions are asked, or the answers given. I spent quite 
some time with my interpreter before each set of interviews, going carefully through all 
questions, and making sure she had understood them correctly. Also the questionnaires were 
developed with clear alternatives for most questions, minimising the potential for 
misunderstandings. Throughout the interviews I filled in the questionnaire myself based on 
the translated answers, which allowed me to double-check if there were answers which might 
be based on misunderstandings.  
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Part of the aim with this part of the research was to compare my findings with the 
results presented by Samuel et al (2005) from their research in Africa. They did research in 
South-Africa, Tanzania and Egypt, all countries with international competition in the mobile 
telecommunication market, and I wanted to see if I would find the same results in Vietnam, 
which has not yet liberalised its mobile sector. To ensure a valid comparison I included some 
questions from the interview guide used by Samuel et al (obtained from ERM, the 
consultancy carrying out the interviews). For these questions I used the exact same phrasing 
of the questions, to make sure there was no difference in bias towards certain answers. 
I interviewed 12 private users and 10 small companies. This is less than I had hoped to 
carry out, mainly due to challenges of finding a suitable interpreter and organising time for 
the interviews. The relatively low number of interviews limits the statistical value of the 
results, however some of the results were very consistent, and in combination with other 
material collected I believe it is possible to draw some clear conclusions based on this 
material. Some questions where also included in both groups. 
The interviews were mainly carried out in the capital Hanoi, and in Tuson town in Bac 
Nin province (20 kilometres from Hanoi). I also did some interviews in small villages in the 
north-western Lao Cai province. 
 
2.1.3 Qualitative Interviews with Mobile Operators and Government 
These interviews were unstructured, to uncover different motivations, opinions and actions 
regarding mobile phones, the digital divide and internationalisation. In some cases a list of 
questions were supplied in advance to the relevant organisations, such as the MPT, primarily 
as a way of finding the right people to talk to. However in the interviews themselves the 
conversation was quite open, allowing for follow-up questions, extra comments and 
diversions. According to King (1994) “The goal of any qualitative research interview is [...] to 
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see the research topic from the perspective of the interviewee, and to understand how and why 
he or she comes to have this particular perspective.” For me the goal was to understand how 
the organisations and their representatives viewed the potential of mobile phones in relation to 
digital divide issues, and what expectations they had regarding the future internationalisation 
of the mobile telecommunications sector. 
I also used these interviews to collects facts about current initiatives and strategies for 
reducing the digital divide, experiences from the internationalisation process so far, and 
generally about the mobile telecommunication sector and the involved actors in Vietnam. I 
spoke to people in different positions, depending on subject and availability, and decided 
together with my contacts, and sometimes the receptionist of the company, who would be the 
best people to talk to.  
 
List of qualitative interviews: 
• MPT (Ministry of Post and Telecommunciton in Vietnam) 
• VNPT (VietNam Post and Telecommunciton Cooperation, owner of Mobifone and 
VinaPhone) 
• Mobifone (mobile operator owned by VNPT) 
• VinaPhone (mobile operator owned by VNPT) 
• Comvik (Swedish operator in Business Cooperation Contract with Mobifone) 
• Ericsson (Swedish telecommunication network supplier)  
• Telenor (Norwegian telecommunication operator hoping to enter Vietnamese market) 
 
 
2.1.4 Other Material 
As mentioned I have used existing research and statistical material in addition to my own 
fieldwork. For facts about the mobile sector in Vietnam local newspapers was a good source, 
giving much more detailed information than what is usual in newspapers in the west. 
However the media is state controlled, and it is generally very difficult to confirm any of the 
figures given, either from newspapers, other official sources or the Vietnamese companies. 
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There is no independent control of this data and very little official financial information 
available. When figures such as number of subscribers are used in this thesis the sources will 
always be given, and as far as possible quality is assured by reality-check and comparisons 
with other sources.  
I spent two months in Vietnam, and during this time also had many informal 
discussions about mobile phone usage and the digital divide with Vietnamese. Almost 
everyone I met was interested in the subject, and most had some opinions to offer. Although 
this is not scientific data and can not be used directly to answer the research questions, it gave 
me a broader insight into the mobile market in Vietnam, and in some cases enforced the 
impressions I got through the interviews. 
Prior to the research in Vietnam I spent 3 months working in the Development Bureau 
of the International Telecommunications Union (ITU), a special UN unit, in Geneva. During 
this period I planned projects for mobile services directed at the poor and disadvantaged in 
Africa, and researched possibilities for using ICT (Information and Communication 
Technology) to reach the Millennium Development Goals set by the United Nations. Some of 
the materiel in this thesis is drawn from the work carried out there.  
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2.2 ICT and Development 
2.2.1 The Digital Divide 
In a simplified manner the digital divide refers to the divide between those who have access to 
digital technologies such as telephones, computers and the Internet, and those without such 
access. With the spread of ICTs in the 1980s and 90s, and the enormous importance of 
information and communication technologies in the world today, questions related to the 
digital divide have moved high up on the agenda in governments and organisations, large 
companies and even in the media. 
As the western world is racing ahead with creation and usage of new technologies, the 
worry is that the difference keeps growing between those who have access to these 
technologies, and those who don’t. The digital divide might thus enhance the difference 
between rich and poor nations and people.  
On the other hand new digital technologies can be seen as a promising way for poor to 
catch up to the west. Some technologies are getting cheaper and more robust by the day, and 
by ‘leapfrogging’ old technologies and directly deploy the most cost-efficient and powerful 
versions, digital technology can provide a means for reducing differences between developed 
and developing countries. One of the most cited examples of this is mobile technology, as the 
developing world is now rapidly expanding mobile networks, without going through the phase 
of building fixed line networks. 
However the digital divide is not just a question of access. While the advantages of 
being 'hooked up' to the 'information highway' are obvious for many of us, who might not be 
able to imagine living without access to telephones and computers, the benefits of such access 
is questionable for many of the worlds poorest people. If you are hungry and illiterate, a 
computer on your doorstep is likely to do little good. Thus the digital divide is not simply a 
question of access, but also of ability to use and benefit from ICTs. Important factors 
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determining the benefit of ICT include literacy, education, and knowledge of languages, 
particularly English.  
Differences in level of access to ICTs, and ability to make use if, are prevalent not 
only between rich and poor countries, but also within nations. Keniston (2003) discuss the 
differences in access between the rich and poor within USA and India. As an example 80% of 
the 10% richest people in America had access to the Internet, compared to only 5% of the 
poorest in 1999. Keniston also discuss the difference between urban and rural regions with 
regard to ICT access.   
The digital divide can thus be studied from many angels, some of them summarised in 
box 1 below.  
 
Different Aspects of the Digital Divide 
 
Kling (1998) sees the divide from  
(1) a technical aspect referring to availability of the infrastructure, the hardware 
and the software of ICTs, and 
(2) the social aspect referring to the skills required to manipulate technical 
resources.  
Norris (2001) describes  
(1) a global divide revealing different capabilities between the industrialized and 
developing nations;  
(2) a social divide referring to inequalities within a given population; and  
(3) a democratic divide allowing for different levels of civic participation by 
means of ICTs.  
 
Keniston (2003) distinguishes four social divisions:  
(1) those who are rich and powerful and those who are not;  
(2) those who speak English and those who do not;  
(3) those who live in technically well-established regions and those who do not; 
and  
(4) those who are technically savvy and those who are not.  
 
 Adapted from Ryder, Martin (2005) 
Box 1 Different aspects of the digital divide 
 
 
This shows that bridging the digital divide is about more than the spread on computers and 
telephones. For example education and general economic development are of enormous 
importance for the benefit of ICTs, and this has lead many to turn the question around and ask 
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instead how ICTs can best be used to improve education and promote economic development. 
With this perspective ICTs become a means to an end, rather than the goal itself.  
A large part of the ongoing discussion on ICT and development is tied to the 
Millennium Development Goals. The Millennium Declaration was adopted by UN member 
states in September 2000, setting the following eight development goals: 
 
UN Millennium Development Goals 
Goal 1:  Eradicate extreme poverty and hunger 
Goal 2:  Achieve universal primary education 
Goal 3:  Promote gender equality and empower women 
Goal 4:  Reduce child mortality 
Goal 5:  Improve maternal health 
Goal 6:  Combat HIV/AIDS, malaria and other diseases 
Goal 7:  Ensure environmental sustainability 
Goal 8:  Develop a global partnership for development 
 Table 1. UN Millennium Development Goals 
 
Good and sensible use of Information and Communications Technology (ICT) is seen by 
many as critical to archiving the goals, and programs for mainstreaming ICT use into different 
types of development work are adopted by all the major global organisations. This shifts the 
focus from a digital divide in terms of access to telephones or computers, towards how ICT 
can be used to benefit the poor through the improvement areas such as health services and 
education.  
 
2.2.2 ICT and Economic Growth 
 
Information and communication technologies play an increasingly important role in the world 
today, and this is true both for the developed and the developing world. In Globalisation & 
Technology Narula (2002) writes that  
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The various aspects of ICTs – satellites, fixed line networks, mobile networks, the 
internet, networked computers – have acted to reduce costs of communications while 
improving reliability, efficiency and coverage. Distances have ‘shrunk’, and this has 
happened not just among OECD countries, but in the developing world as well. …  
ICTs as a facilitator of economic activity is important whether used by firms, 
individuals, or government, whether by disseminating information, collecting 
information or reducing transaction, information and communication costs. 
 
ICT has played a large part in some of the fastest-growing economies today, notably the 
‘Asian Tigers’ – South Korea, Taiwan, Hong Kong and Singapore, and now also China and 
India. 
The case for ICTs importance in developed countries has been made many times, and 
in lots of different connections. With regard to developing countries the evidence is more 
scattered, but it is now generally recognised that ICTs can be an important factor for 
development even in very poor countries 
Information is generally more expensive to gather, process and distribute in 
developing countries than in developed ones, making transaction costs higher and hindering 
good communication and information sharing. ICT with its power to store, retrieve, sort, filter, 
distribute, and share information is an important tool to overcome these difficulties. 
However in the Least Developed Countries (LDC) the impact of ICT on economic 
development has been hard to prove, and the existing evidence is fragmented. OECD (2004a) 
points out his is partly due to lack of research, but there are also other factors.  
 No, or few, sizeable ICT production sectors 
 Little investment in ICTs being made from the local manufacturing sector 
 Economies dominated by commodity production and (basic) agriculture, in which ICT 
investments have lower value 
 Lack of mass market for products and services 
 Surplus of low-skilled labour available 
(OECD 2004a) 
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For Vietnam some of these factors are more relevant than others. Vietnam is no longer on the 
list of LDCs, but it is still a developing country. However Vietnam does have a large mass 
market, and there are also some ICT investment in the manufacturing sector. There is a low 
technology base in the country, and very little hardware related technology production. Some 
software companies are emerging, but this is far from the same scale as in other developing 
countries such as India and China. (Information gathered from various newspaper articles and 
interviews while in Vietnam.) 
 
2.2.3 Catching Up and Technological Paradigms  
 
A different perspective on the importance of ICT for economic development can be found in 
the tradition of evolutionary economy and catch up. 
While traditional, or orthodox, economy theory focus on capital movement and market 
conditions to explain economic growth and development, the focus of evolutionary economics 
is on technological change as the driving force of the economy. In contrast to the traditional 
view it is not possible to reach a lasting equilibrium according to evolutionary economists, as 
any equilibrium reached will be broken by new technological innovations. Thus the 
technological innovations are at the core of the economic development, rather than acting as 
an externality. 
According to Fagerberg and Godinho (2005) “’catch-up’ relates to the ability of a 
single country to narrow the gap in productivity and income vis-à-vis a leader country”. The 
debate of catch-up focuses on macro-economic analysis and historical evidence from 
examples such as the catch-up of America to UK in the 19th century, and of Germany and 
later Japan to the US in the 20thcentury. In all these cases new technological and 
organisational innovations played a major role for the growth of the catching-up country.  
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In this tradition the difference in growth and productivity between leading and 
following countries can to a large extent be explained by the existence of a “technology gap” 
between these countries, and catching up is thus a question of closing the gap. Alexander 
Gerschenkron, a famous economic historian who wrote about catch-up in the 1960s, argued 
strongly for the advantages of targeting the technologically progressive sectors at the time, as 
a way of transforming the economy (Fagerberg and Godinho, 2005). According to Castellacci 
et all (2005) the main idea of the technology gap approach is that “innovation and 
international diffusion of new technologies are the main sources of differential growth 
between countries.” 
Historically certain groups of technological and organisational innovations have 
proved particularly important for countries’ economic growth. These innovations typically 
spread to most developed countries (though sometimes with considerable time lag), and 
fundamentally changes the way companies, industries and the economy operates. Together 
with supporting changes and advances in organisation, management, law, regulations and 
other institutions, these clusters of technological innovations create ‘techno-economic 
paradigms’ (Freeman and Perez 1988). 
Already in 1939, in Business Cycles Schumpeter argued for the existence of business 
cycles, or long waves, based on the clustering of important technological innovations. 
Schumpeter argues that the capitalist system is as an open-ended process of qualitative change, 
driven by technological innovation (1939). 
Since the first industrial revolution five such techno-economic paradigms are generally 
recognised. According to Dodgson (2003) the “key ‘carrier’ sectors” for these paradigms are: 
• Early mechanization (1770-1840) 
• Steam power and railways (1840-1890) 
• Electrical and heavy engineering (1890-1940) 
• Fordist mass production (1940-1990) 
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• Information and communication technology (1990- ) 
 
That the current paradigm is ICT emphasises the enormous importance of these technologies 
for economic growth and development today. Meyer-Krahmer (1999) argues that “the 
winners in a closely interlinked world economy will probably be those locations which, owing 
to competence and openness, become centres of information, communication and knowledge 
application.” 
For developing countries the key to a better economic performance should thus be to 
close the gap of ICT infrastructure, capabilities and know-how towards the most developed 
countries. As has been discussed in the previous section, there is evidence that ICT has played 
such a major role for several countries which have recently been catching up towards the west.  
Still many countries are not able to catch up, and ICT capabilities are arguably only 
part of the picture for those who do. Additional and supporting changes in social and 
institutional capabilities are as important, and often harder and more time consuming to 
accomplish. Evolutionary scholars see the capitalist system consisting of two sub-systems: the 
“techno-economic” and the “socio-institutional”, where economic change requires 
transformations in both systems. The socio-institutional system, which includes such factors 
as law and regulation, organisation and management, and norms and habits, is often harder 
and more time-consuming to change than the techno-economic system, and countries’ ability 
to do so will vary greatly.  
Abramovitz (1994) puts this down to differences in their “technological congruence” 
and “social capability”. Lack of social capability is thus a major constraint for countries trying 
to catch up. Social capabilities include the general level of education, political and social 
factors which influence incentives and personal rewards, and the abilities of commercial and 
financial institutions to finance and operate modern large-scale business. He concludes that “a 
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country’s ability to exploit the opportunities afforded by existing best practice is limited by its 
current capabilities” (ibid). 
 
2.2.4 The Role of Knowledge and Learning 
 
In traditional economy it is assumed that firms will always act in a way that maximises their 
benefit (usually profit or growth), and information and knowledge are seen as a public goods 
available for all. In contrast the evolutionary view is that rather then being a free for all, 
knowledge and its creation and assimilation is are key factors in determining a firm’s ability 
to compete and succeed in the capitalist market place.  
Firms will be bounded in their actions by their experience and habits, collectively 
referred to as ‘routines’ by Nelson and Winter in their famous book on evolutionary 
economics from 1982. These routines influence the choices made by the firm, and although 
any firm will want to choose the best option available in any given circumstance, these 
options will be limited by the number and results of the ‘searches’ the firm is able to carry out. 
In most cases the searches are done according to established rules and routines, and the firm 
will choose an option which is considered ‘good enough’. The firms are thus said to be acting 
under ‘bounded rationality’.  
Knowledge about markets and customers often influence the strategies and innovation 
approaches applied by companies, including decisions about what research they undertake. 
Innovation is thus not a linear process, from scientific discovery to development of new 
technology, followed by production and then marketing. This ‘linear model’ was dominant in 
policy after the second world war, when “the R&D system was often seen as almost the only 
source of innovations” (Freeman and Soete, 1997). Since then a large number of studies have 
documented the more complex patterns of innovation, among them Kline and Rosenberg’s 
influential paper from 1986, where they document how the various stages of the innovation 
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process tends to be filtered together through feedbacks and loops. According to Edquist (1997) 
innovation processes are characterised by “complicated feedback mechanisms and interactive 
relations involving science, technology, learning, production, policy and demand.” 
The study of innovation can be viewed as a study of the knowledge building and 
transfer processes happening between the actors involved. One proponent for this view is 
Lundvall. His focus is micro rather than macro, and he investigates the learning and 
knowledge transfer processes happening between and within firms, placing interactive 
learning and user-producer interaction at the centre of the analysis. Lundvall emphasises the 
access to the different types of knowledge, which can to a large extend be found in the 
interfaces between the firm and its surroundings, particularly in the interaction with customers 
and suppliers (Fagerberg, 2003).  
In his book from 1992 Lundvall emphasises the importance of day-to-day knowledge-
creation for the innovation process: “The everyday experiences of workers, production 
engineers, and sales representatives, influence the agenda determining the direction of 
innovative efforts, and they produce knowledge and insights forming crucial inputs to the 
process of innovation.” (Lundvall, 1992) 
This knowledge might take different forms, making it more of less hard to transfer 
between people and organisations. Some forms of knowledge are relatively easy to codify and 
document, which also make them relatively easy to transfer. This includes most of the facts 
and theories thought in schools and universities, but also information that might particularly 
be useful for one particular firm, such as technical descriptions of its machinery, descriptions 
of business and market conditions etc. Another form of knowledge is what is commonly 
called ‘tacit’, and this is harder to formalise and express, and thus more difficult to transfer. 
According to Nonaka (1991) tacit knowledge “consists partly of technical skills – the kind of 
informal, hard-to-pin-down skills captured in the term ‘know-how’. … At the same time … it 
consists of mental models, beliefs, and perspectives so ingrained that we take them for 
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granted.”  An example of tacit knowledge is the ability to ride a bike (Polanyi 1958). This 
knowledge often does not exist in verbal form; rather it is part of employees’ ability, memory 
and intuition.  
Both forms of knowledge are necessary for companies’ ability to innovate and be 
competitive in today’s marketplace.   
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3 Background on Mobile Telecommunication 
3.1 The Mobile Phone 
3.1.1 Mobile Telecommunication Networks 
 
The first fully automated, international mobile network was introduced in 1981, in Denmark, 
Norway, Sweden and Finland. The network, named NMT (Nordic Mobile Telephone) was a 
cooperation effort between the Nordic countries, and is generally called the ‘first generation’, 
mobile network. In 1993 the first ‘second generation’, or 2G, networks were launched, called 
GSM (Global System for Mobile communication). These networks are digital, allowing both 
voice communication and data transfer. GSM networks have spread around the world; 
according to the GSM Association there are now GSM networks in 210 countries, making 
GSM “the world's fastest growing communications technology of all time” (GSMA, 2006). 
Higher speed networks with greater capacity for data transfer are now being rolled out 
in most developed countries, and some developing. Some, called 2.5G, consists of standards 
and equipment build ‘on top of’ the existing GSM network (ex. HSCSD - High Speed Circuit 
Switch Data, and GPRS - General Packet Radio Service), while the 3G standards requires a 
completely new network to be built. The most common 3G standard in Europe is UMTS 
(Universal Mobile Telecommunication System), also known as W-CDMA (Code Division 
Multiple Access) set by ITU. A different standard, CDMA2000, has been chosen by the US 
and several Asian countries, including Vietnam. 
 
3.1.2 Mobile Handsets 
 
While the first mobile phones were too large and heavy to be practical for carrying around 
(they were mostly used from cars), today’s models come in all shapes and sizes, and with a 
multitude of additional functions and services. With the digital network it became possible (in 
principal) to transmit any type of content that can be stored in digital form, setting the stage 
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for the transformation of the telephone handset. The first data service to receive mass 
attention was text messaging, or SMS (Short Messaging Service), which has proven 
enormously popular with users. Although no other service has close to the same level of usage 
as SMS, the possibilities are expanding almost daily. Examples include picture messaging, 
streaming and download of music and videos, payment services and mobile banking, news 
and weather updates. The handsets are now also functioning as cameras, radios, music 
walkmans and wallets in addition to the original purpose of voice and text communication 
devices.  
In my research, and in this thesis, I will not differentiate between handsets; I only 
assume handsets capable of voice communication and sending/receiving of text-messages 
(SMS).  
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3.2 The Spread of Mobile Phones in the Developing World 
3.2.1 Mobile Overtakes Fixed 
As has become clear the current growth in mobile communication is not restricted to the 
developed countries. There are now more mobile subscribers than fixed line subscribers in the 
world, and this is true for both the developed and the developing world. In Sub-Sahara Africa 
this cross-over happened in 2001 (see figure 1 below), and for the last five years Africa has 
been the fastest growing mobile market in the world.  
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   Figure 1. Fixed line and mobile subscribers in Sub-Sahara Africa. Source ITU Telecommunication 
indicators. 
 
 
 
Worldwide the number of mobile phones overtook landlines in the first half of 2002, and 
today 60% of telephones in the world are mobile phones (ITU 2006). Of the world’s 3 billion 
mobile accounts, 1.8 billion are in the developing world (ibid). 
The ratio of mobile phones in developing and developed countries has gone from 1:9 
in 2000 to 1:4 in 2004. The divide in terms of fixed lines has also shrunk, from 1:6 in 2000 to 
1:4 in 2004 (ibid) 
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Figure 2. Mobile telephone subscribers (left), and fixed telephone lines (right) per 100 inhabitants, 1994-
2004. Source ITU 2006. 
 
 
Part of the explanation for the growth in mobile technology compared to fixed line is that the 
infrastructure of mobile networks are cheaper to build than fixed line networks, and can be 
extended to more geographically challenging areas.  
Another important factor for the uptake of mobile services is the revolution in pricing 
models, with a changing from subscriptions to pre-paid models. This allow people full control 
of their spending, and make telephones accessible to those without the creditworthiness 
required for a standard subscription.  
Compared to computers and use of the Internet, mobile phones also have the benefit 
that they are easy to use for people with little or no education, for those who are illiterate, or 
who don’t speak any foreign languages. These factors have been major obstacles when 
introducing computers and Internet in the developing world.  
 
 
3.2.2 Different Usage Patterns  
It has become obvious that there are large differences in the way mobile phones are used in 
the developing and the developed world. Although the number of people with mobile phones 
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is low in the developing world compared to the developed, the phones in developing countries 
seem to have a much larger impact that what can been seen from the numbers alone.  
While in the west mobile phones are seen as a personal possessions, this is not 
necessarily the case in developing countries. Mobile phones are often shared between groups 
of people, whether it is a family, a group of friends or associates, a village or another 
community. Research done in Tanzania (Samuel et al, 2005) shows that up to 40% of mobile 
phone users do not own the phone they use themselves.  
In Bangladesh the now famous GrameenPhone program provides villages with access 
to mobile communication through the ‘phone ladies’. The phone ladies receive a micro-loan 
enabling them to by a mobile handset, and by renting this out to other users in the village and 
charging a small extra fee for each call, they are able to pay back the loan and make a living. 
This programme now have 95.000 subscribers (phone ladies), providing telecommunication 
access to more than 60 million people living in rural areas of Bangladesh (GrameenPhone 
2005).  
Also in the developing world mobile phones might be the first and only 
communication tool available. In areas with no other access to telecommunication services, 
mobile phones can have wide-ranging benefits similar to those experienced with the 
introduction of fixed line telecommunications in the developed world. 
 
 
3.2.3 Beneficial Products and Services 
 
In many countries entrepreneurship has flourished in the mobile sector, with individuals and 
small businesses re-selling pre-paid cards, using their own phone to provide communication 
access to the rest of their village, receiving and sending SMS messages for illiterate villagers, 
or running facilities for recharging batteries in villages without electricity supply.  
  
29 
Mobile phones have proven to be a very flexible and adaptive tool for innovation both 
in the developed and the developing world. An example from the developed world is the 
spread of SMS or text messaging, a feature not originally indented for use by the customers at 
all, which is now providing mobile operators with one of their major revenue streams due to 
the enormous popularity. 
The potential of the mobile phone for gathering and sharing information is obvious, 
and in many countries inventive products and services have been developed, with the aim of 
utilising this potential to help even poor farmers and fishermen. This aids them in choosing 
the right market or harbour for their produce, and it reduces the power of middlemen who 
previously were able to overcharge due to the farmers lack of updated price information.  
One example of such a service is the Manobi offering in Senegal. Manobi collects 
prices from agriculture and seafood markets, and uploads it to a central database where it can 
be accessed by farmers, fishermen and others using their mobile phones (Banks, K and Burge, 
R, 2004). The service has made a real difference for many poor farmers and fishermen. 
Farmers can check the market price themselves, rather than through a middleman, and the 
differences in prices can be significant. Farmers using Manobi's service found that they could 
get up to twice as much for their produce by using the service, rather than having to trust the 
middlemen (BBC news, 2002). 
Another example of a new service particularly useful for poor people is mobile 
banking. It is argued that the rapid spread of mobile phones means that the number of mobile 
users may already exceed the number of banked people in many low income countries 
(Porteous 2006).  
In his recent book about the impact mobile phones are having for the poor, Nicholas P. 
Sullivan writes that:  
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After voice communications (and text messaging, ...), connection to the financial services 
is the first big “killer app” for cell phones, initially manifested in three ways: 
• Storing money in the phone and using it as a virtual automatic teller machine (ATM), 
using banks, cell carriers, and increasingly, hybrid bank-cell phone companies 
• Sending and receiving remittances, with superior delivery and reduced transaction 
costs 
• Retail purchasing and bill paying, both at preselected outlets 
 (Sullivan 2007) 
 
Mobile banking is a service which has had a slow uptake in Europe, but is having a large 
impact in some developing countries where large numbers of people don’t have access to 
bank accounts or other financial services.  
 
 
3.2.4 Job Creation and Economic Impact 
 
As the mobile sector keeps growing in developing countries, its direct contribution to 
economic growth and job creation also becomes more visible. For example GrameenPhone 
has had a large macroeconomic impact in Bangladesh and created new employment 
opportunities including for dealer, agents, contractors, suppliers, and Village Phone operators 
(ITU 2006). GrameenPhone is also one of Bangladesh’s largest private sector investors, as 
well as one of the largest taxpayers in the country. By 2004, its contribution to the 
government represented 0.4 percent of the country’s GDP (ibid). 
A new study by Robert Jensen (2007) shows how mobile phones have improved 
profitability for fishermen on the coast of Kerala in India. In this area mobile coverage was 
introduced gradually and Jensen was able to record how the price sardines changed, along 
with the behaviour of the fishermen as the coverage increased. 
Before the introduction of mobile phones the fishermen had no way of checking the 
current price for their catch at the different markets along the coast. Due to time and cost 
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constraints virtually everybody just went to their home-market, rather than travelling to check 
prices at different markets. Often when one fisherman got a good catch of sardines the same 
was true for several others in the same area, and as the demand was generally constant the 
extra supply pressed prices down, and meant that some fish might have to be thrown away. 
The price also varied greatly between the markets along the coast, on any particular day. With 
the introduction of mobile phones the fishermen were able to call around and ask about prices 
at the various markets, and this allowed them to move away from their home market, to other 
markets where they could get a better price. According to Jensen about 35% of the fishermen 
began to sell their catch at other markets when mobile coverage became available, which lead 
to a dramatic reduction in price variation along the coast. The profit for fishermen rose by 8% 
on average, while the consumer price for sardines fell an average 4% (Jensen 2007). 
Also on the macro level new research indicates that the spread of mobile phones is 
important for economic growth. Waverman et al (2005) has argued that mobile 
telecommunications are now having the same crucial economic impact in developing 
countries as the spread of fixed line telecommunications had in the developed world during 
the 1970s and 1980s. Mobile phones are often the first and only available form of 
telecommunication in developing countries, while being a substitute in developed countries. 
Due to this difference the impact of mobile communications on economic growth is twice as 
large in developing countries compared to developed ones (Waverman et al, 2005).  
Roeller and Waverman (2001) suggested that the spread of fixed line 
telecommunications was responsible for one third of output growth in the OECD countries 
between 1970 and 1990. New research based on two different methods – the aggregate 
production function (APF) estimation and the endogenous technical change (ETC) – shows 
the economic impact of introducing mobile phones in developing countries. The results show 
that for low-income countries, all else being equal, an increase of 10 mobile phones for every 
100 people would increase GDP growth with 0.59 percent. This implies that current 
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differences in mobile penetration might give significant differences in long-run growth 
between these countries. For example Morocco had a mobile penetration of 24 phones per 100 
inhabitants, compared to the average of 8 phones in developing countries in 2003. If this 
difference were maintained Morocco would enjoy a 0.95 percent higher long-run growth rate 
than the developing country average (Waverman et al, 2005). 
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3.3 The Mobile Telecommunication Sector in Vietnam 
 
3.3.1 Internationalisation History in Vietnam 
 
In the beginning of the 1980s Vietnam was one of the poorest countries in the world. In 1986 
new reforms popularly known as doi moi (“renovation”) were instituted. These explicitly 
adopted the goal of replacing central planning with a regulated market economy, and by 1989 
most forms of private economic activity were legal and price controls removed for almost all 
products and services. A large number of unprofitable SOEs (state-owned enterprises) were 
closed or sold, and the number of employees reduced at many others.  
The Vietnamese economy has experienced a very high growth rate since the reform, 
and this has been accompanied by a large decrease in general and food poverty. From 1993 to 
1998 the proportion of people classified as poor by the World Bank declined from 58% to 
37%, and the figure for food poverty decreased from 25% in to 15%. According to the World 
Bank “.. no other country has recorded such a sharp decline in poverty in such a short period 
of time” (Pham 2000). The current growth is above 7%.  
As part of the doi moi reform foreign direct investment (FDI) was promoted by the 
government. In 1987 the Law on Foreign Investment was passed, which has been considered 
one of the most liberal in Southeast Asia (Pham 2000). The law offers generous tax incentives 
and import privileges, and in 1996 Vietnam was the world’s second largest recipient of FDI, 
calculated as a percentage of its GNP (ibid). 
In the telecommunications sector the government has been less willing to allow 
foreign investment. The most common form of FDI has been through Business Cooperation 
Contracts (BCC), which does not involve foreign ownership (the foreign company invests in 
equipment or operations in return for a share of the profit). BCCs have been the only foreign 
investment allowed in mobile telecommunication operators, and these will be discussed 
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further in the next section. It is expected that Vietnam will open the telecommunication 
market further in the near future, and all the three largest mobile operators have now got 
approval from the government to form joint ventures with up to 30% foreign ownership. The 
government will still own a minimum of 51%; the remaining is planned sold to national 
investors.  
 
3.3.2 Emergence of Mobile Communications in Vietnam 
 
As late as the beginning of the 1990s Vietnams telecommunication infrastructure was 
extremely limited. According to the PT Ministry there were 200.000 telephone lines in 1989, 
giving a penetration of 0.12%.  
With the introduction of the doi moi policy a large scale expansion was started, first 
with fixed lines, and from 1995 also with mobile network. Fixed and mobile networks have 
been growing ‘in parallel’, with very roughly the same number of subscribers each (the 
percentage growth of mobile has been much higher though, as it started from a lower base). 
See graph below. 
 
 
 
0,0
1,0
2,0
3,0
4,0
5,0
6,0
1996 1997 1998 1999 2000 2001 2002 2003
Cellular mobile
telephone subscribers
per 100 inhabitants 
Main telephone lines per
100 inhabitants 
 
Figure 3. Cellular and main lines in Vietnam 
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The last couple of years the growth in the mobile sector has accelerated though, and in 
September 2005, when this research took place the number of mobile subscriber was about 8 
million, while there were 7 million fixed line subscribers (Viet Nam News, September 2005). 
Vietnams population is about 80 million, and the total telecommunication penetration 
said to be about 14%. However this does not take into account that a very large percentage of 
customers have both mobile and fixed, so the real figure is probably lower.  
 
3.3.3 VNPT, VietNam Posts & Telecommunications Corporation 
 
The telecommunication sector in Vietnam is dominated by VietNam Posts & 
Telecommunications Corporation (VNPT). VNPT is a government-owned and -managed 
organisation, directly under the Ministry of Post and Telematics. Until recently all 
telecommunication services in Vietnam were offered through the VNPT, including fixed lines, 
mobile network and internet. In the last years competition has been introduced from other 
government bodies (for instance the third largest mobile operator is owned and run by the 
military), and in internet and value added services some private competition has also been 
introduced. For the mobile telecom sector a certain degree of opening to the private and 
international market has been allowed through the Business Cooperation Contracts, which 
will be discussed in more detailed later.  
VNPT also runs Vietnams postal services, and altogether the cooperation has about 
900.000 employees. At time of research the cooperation was in the process of being split into 
several independent units, a process which were planned to be completed by the end of 2006. 
An independent regulator is being established, separating regulatory issues from ownership 
and operation of the services.  
The first mobile operator in Vietnam was Vietnam Mobile Telecom Services (brand 
name Mobifone), owned by VNPT and started in 1995. Vietnam Telecom Services Company 
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(brand name Vinaphone), followed just a few months later (also owned by the VNPT). In 
May 1995 a Business Cooperation Contract (BCC) was signed between Mobifone and the 
Swedish company Comviq, valid for 10 years. Under the agreement Comviq invests 
technology and funds into Mobifone, in return for a share of the profit. No new BCC 
agreements have been entered into for Mobifone or Vinaphone after the finalisation of the 
Comviq agreement; the clearly expressed plan from the PT Ministry is that they will now 
enter into joint venture with foreign companies.  
 
In total there are 6 mobile operators in Vietnam (see table below).  
Operator Technology Subscribers Year started 
Vinaphone  GSM 3.5 mill 1996 
MobiFone GSM 3 mill 1996 
Viettel GSM 1 mill 2004 
S-Fone CDMA 400.000 2003 
VP Telecom CDMA 0 - 
Ha Noi Telecom CDMA 0 -  
 
Table 2 Mobile operators in Vietnam. Source: Viet Nam News (31st August 2005):  
 
In my research I have focused on the GSM operators, as the CDMA operators still have very 
low user base (VP Telecom and Ha Noi Telecom were not yet operational at the time of 
research). 
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4 Research Findings  
 
This section present my findings from research first with mobile users, then the mobile 
operators and at last the government.  
 
4.1 Use and Ownership of Mobile Phones in Vietnam 
 
In this section I will present the findings from my interviews with private users and small 
businesses in Vietnam. I will discuss the two groups together, and point out specifically where 
facts relates only to one group.  
4.1.1 Who Owns Mobile Phones? 
 
Studies from other developing countries (such as Samuel et all 2005), show a relatively high 
degree of mobile ownership among poor people, and often in rural areas. I expected to find 
similar patterns in Vietnam, but found that ownership was mostly restricted to the urban and 
well off part of the population.  
I don’t have statistical evidence showing this, as I was not able to get any statistics on 
how mobile owners where spread across the country, or according to any demographic groups 
in Vietnam. My own interviews were too limited for statistical evidence, but together with 
other material they still give a good indication of how mobile phones are spread in Vietnam.  
When asked, both the government and all the mobile operators interviewed told me 
that “most” subscribers where in the large cities, and that usage had exploded in places such 
as Ho Chi Min City and Hanoi, while ownership and usage was very limited in the 
countryside and among poor people.  
Other contacts told me the same thing. “You won’t find poor people using mobile 
phones”, “there are no mobiles in the countryside”, “none of the farmers around here use 
mobiles” were typical statements.  
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I carried out interviews in different parts of Hanoi, in Tuson town 20 kilometers 
outside Hanoi, and in the countryside of Lao Cai province. In Hanoi there was a large 
difference between different neighbourhoods within the city. In areas with very small, “poor 
looking” shops, it was very hard to find someone with a mobile phone, but many still had 
fixed lines. A similar pattern existed in Tuson, although it was a much smaller and poorer 
town, and there were no areas where ‘everybody’ had mobile phones, like some parts of 
Hanoi. In Lao Cai I spent two days walking and biking through the countryside (area with 
mobile coverage), and with my guide I tried to track down mobile owners. By asking around 
we found that there were two mobile owners in one large village (everybody knew who they 
where, and were able to point us in the right direction), and two or three in a little town. I 
interviewed one owner in each of these villages – one was a senior government official who 
used his phone mainly for work, the other well off shop owner. We were not able to find any 
poor people owning or using phones.  
The interviews I carried out were with owners of mobile phones. Tracking these down 
meant asking a lot of people who turned out not to have phones as well. No statistics was kept 
on this, as it would be very hard to do this in a scientific way – it was generally quite easy to 
spot possible mobile owners, as they looked wealthier with nicer clothes, more expensive 
bikes, or fancier homes. To make sure I didn’t pre-condition my selection too much I also 
asked a lot of “poorer looking” people, but without results (however I sometimes felt they 
though it rude of me to ask if they were obviously very poor).  
When asked why they did not own mobile phones the almost universal reason given 
was cost. Mobile phones are still considerably more expensive to use than fixed lines in 
Vietnam. The cost was also mentioned by about half of those who had mobile phones – they 
were happy the cost was now going down, but pointed out that it needed to go down further.  
Samuel et all (2005) also points out that “.. the evidence clearly suggests that mobile 
phone ownership is less skewed towards the better-off sections of the population than other 
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consumer durables.” This was not confirmed by my studies in Vietnam. 90% of the mobile 
phone owners interviewed also had a TV and a scooter (see figure below), and in total there 
are an estimated 20 million scooters in Vietnam, compared to 8 million mobile phones.  
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Figure 4 Ownership of other household items among private mobile owners  
 
Another contrast to results from Samuel et all (2005) is that most mobile owners in Vietnam 
already have a landline telephone before getting a mobile phone. This was true for all mobile 
owners interviewed in Hanoi, and all but 2 in Tuson.  
In summary mobile ownership in Vietnam seems to follow a pattern where it is the 
urban and relatively well off who own phones, while mobile phones are rare in the 
countryside and among poorer people. 
 
4.1.2 Usage  
Of the interviewees 80% used their phones to contact family and friends on a daily basis, 
while 55% used the phones for business every day.  
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        Figure 5. Use of mobile phone for different purposes 
 
When asked about the main benefit from the mobile phones the most common answer was 
that they were convenient and easy to use. Nobody had used the phones in order to seek 
employment, or for educational purposes. This again is in sharp contrast to the African studies 
(Samuel et all, 2005). However 30% said they had used the phones for safety reasons, and 
then always in connection with traffic accidents.  
 
 
 
 
 Frequency   
 Phone used for: Hourly Daily Weekly Total  
 SMS and calls 0 5 0 5 25% 
 Primarily SMS 2 4 0 6 30% 
 Primarily calls 0 8 1 9 45% 
 Total 2 17 1 20  
 10% 85% 5%   
Table 3. Frequency of use, SMS and calls (all interviewees) 
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Of the people interviewed in Hanoi 70% sent and received text-messages daily, while only 
20% in Tuson town reported the same (however 30% said they sent or received text-messages 
weekly). There is no obvious explanation for this difference. One reason might be that the 
education level was slightly higher among the interviewees in Hanoi (but also in Tuson all 
interviewees were literate and had at least completed primary school). It might also be that 
new services spread faster in the big cities, and that usage of text messaging in smaller towns 
and rural areas will increase over time.  
The introduction of pre-paid services has been seen as one of the main factors in 
spreading mobile phones in the developing world. Among my interviewees only 35% had a 
pre-paid subscription. According to the mobile operators the sale of pre-paid subscriptions is 
increasing, and countrywide there are about half and half with pre-paid and post-paid. 
Although I didn’t specifically ask about it, some of my interviewees told me they were 
planning to change to pre-paid subscriptions (and then always to Viettel, which was seen as 
the cheapest option). 
There are no large programs or projects for mobile “phone booths” or renting of 
mobile phones in Vietnam. Also among the individuals interviewed nobody had charged 
people to use their phone, although 65% reported they occasionally let others (family or 
friends) use their phone for free. This is once again in sharp contrast to the studies from 
Samuel et all (2005), which showed an extensive reselling activity of airtime and sharing of 
handsets. 
 
4.1.3 Impact of Mobile Phones  
 
Just over half the small businesses reported that mobiles had a small positive impact both on 
customer numbers and turnover.  
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Only one company – a newspaper – reported a large effect from mobile phones. All 
the staff had mobile phones, and it was crucial for getting information and communicating 
among the journalists. Mobiles had been critical in allowing them to increase the number of 
issues of their paper from 2 to 4 a week, and thus also had a very large impact on turnover. 
Among private users the most cited advantages of mobile phones was that they were 
“convenient”, “quick”, “easy to use”. Several pointed to the fact that they could make and 
receive calls while on the move.  
Most of the individuals also said the phones saved them travel costs, and 50% said 
they saved a ‘large amount’.  
 
4.2 Mobile Operators  
 
While in Hanoi I interviewed representatives for Mobifone, Vinaphone and their owner 
VNPT. I also interviewed a representative from Comviq, who had a Business Cooperation 
Contract with Mobifone from 1995 to 2005. In addition to gathering facts about services, 
network coverage and customer data, the main subjects discussed were their experiences and 
thoughts on mobile phones and the digital divide, and the effect of the ongoing liberalisation 
and internationalisation in the telecommunications market.  
I also had an interview with the general manager of Ericsson, as Ericsson has been an 
international player in the Vietnamese market for nearly 20 years, and is one of the main 
suppliers of network technology to the mobile operators.  
4.2.1 Digital Divide  
Vinaphone and Mobifone now have network coverage in all Vietnamese provinces. This has 
been so heavily advertised that many Vietnamese believe they have coverage everywhere in 
their country, the confusion includes shop attendants in mobile stores – nobody were able to 
tell me if I would have coverage in Lao Cai province, they generally claimed Mobifone had 
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coverage ‘everywhere’. This is not true, in many provinces only the largest town or city has 
coverage. Vinaphone and Mobifone have the best coverage, while Viettel have networks 
mainly in large urban areas, and rent capacity from the others outside. None of the CDMA 
providers have networks outside the big cities.  
I was not able to get hold of a detailed network coverage map in Vietnam, the most 
detailed one I’ve seen is the one below, for Mobifone. It gives a limited illustration of the 
actual network coverage, and a very good illustration of the accuracy of information in 
Vietnam! (Only northern Vietnam, where I did my research, is re-printed here, the degree of 
coverage is similar also in southern Vietnam) 
 
 
Figure 6. Mobifone network coverage in Northern Vietnam 
 
None of the operators (or VNPT) were able to give me any statistics on how many subscribers 
they have in rural versus urban areas, or according to any other socio-economic factors.  
Although both Vinaphone and Mobifone (together with Comvik), claimed a strong 
social conscience for their companies, they did not relate mobile services to digital divide 
issues, and had no plans for services directed particularly at the poor or otherwise 
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disadvantaged. They both ran a number of other charity projects though, such as supporting 
local health care and children projects.  
 
4.2.2 Competition  
 
Vinaphone and Mobifone have been competing in the Vietnamese market for ten years, but 
the market has still generally been categorised as a monopoly, due to the strong ownership of 
VNPT for both companies. Network coverage and new services are decided by VNPT and the 
Post and Telecommunication Ministry, and all prices have been set based on regulations by 
the PT Ministry (during my stay in Vietnam there were several disputes between VNPT and 
the PT Ministry, with VNPT whishing to lower their charges further). 
This changed with the introduction of Viettel in October 2004. Viettel is owned by the 
Military in Vietnam (through Vietnam Military Electronics and Telecommunications 
Corporation), and although it is another fully state-owned operator the competition between 
Viettel and the VNPT operators has been fierce from the beginning.  
Viettel has not been subject to the same restrictions by the PT Ministry on prices, as 
these only apply to operators with higher than 30% market share. The result is that Viettel has 
been able to offer lower charges for subscriptions, calling time and messaging. They have also 
had an aggressive marketing strategy, with many campaigns to encourage uptake and usage – 
several so popular their network has been unable to cope, resulting in cut calls and dead lines.  
Viettel’s network coverage is still much more limited than Vinaphone and Mobifone, 
and outside the urban areas Viettel rents capacity from the VNPT operators. There have been 
a number of disputes between the companies with regard to interconnect-points and prices, 
some settled by the PT Ministry, but last year Viettel also took some cases to court.  
Of the three CDMA operators only one was operational at the time of research (S-
Fone), and they had very limited growth and customer numbers. These operators might 
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improve the competition further in the future, but so far they seem to have had very limited 
effect on the Vietnamese market.   
 
4.2.3 Internationalisation 
No foreign ownership has so far been allowed in the mobile sector in Vietnam. However from 
1995 to 2005 Mobifone had a Business Cooperation Contract (BCC) with the Swedish mobile 
operator Comviq AB. Under the agreement Comviq paid 100% for all network investments, 
and 50% of costs on sale and marketing. In return they got 50% of the company profits.  
Comviq had 35-40 people employed in Vietnam during this period, and worked 
closely with Mobifone on a daily basis. Regarding network investments Comvik was 
responsible for all work as far as getting the quotes from potential suppliers. After a joint 
decision, Mobifone then carried out the implementation in cooperation with the chosen 
supplier. All operations of network, customer care and billing, sales etc. was carried out by 
Mobifone. In terms of new sales and marketing campaigns they worked together, but 
according to Comvik most new suggestions and plans came from them and were then 
discussed before a joint decision was made. Comvik also paid for a lot of training for 
Mobifone employees, both in Vietnam and abroad. 
Both parties claim the BCC has been a huge success, and this view is also echoed in 
the PT Ministry as well as in newspapers and other reports.  
The most positive aspect mentioned by both Mobifone and VNPT is the access to 
international business knowledge, such as sales, marketing and management. Technological 
knowledge related to the networks, switches etc. is also mentioned, but for this type of 
technical knowledge the network suppliers have been the most important source, for both 
Mobifone and Vinaphone. This view was also confirmed in interviews with Ericsson, which is 
one of the largest network suppliers to all the GSM operators in Vietnam. 
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The Mobifone employees interviewed point to the benefit in learning from seeing 
“how they do things”, “how they think” and “how they solve problems and make decisions”. 
In addition to courses and working together in Hanoi, Comviq has also brought a large 
number of Mobifone employees abroad to their other operations, for them to experience other 
companies and cultures. I interviewed two representatives from Mobifone, and although only 
one of them had participated in this program, they both thought it had had a large and positive 
impact on Mobifone. 
Both VNPT, Vinaphone, Mobifone and others pointed to the fact that Mobifone was a 
more flexible and adaptable organisation than Vinaphone, and all contributed this to the BCC 
with Comviq. VNPT - the owner of both Vinaphone and Mobifone, stated that Mobifone as 
an organisation was “more active, more dynamic, more independent and more confident”. 
Vinaphone also readily agreed that Mobifone had an advantage through the BCC. 
Vinaphone still has a slightly higher subscriber base, something they put down to their wider 
network coverage. Some also point to the fact that Vinaphone and Mobifone have the same 
owner, with few restrictions in the information flow between them, and that “Vinaphone just 
copies what Mobifone does”. 
In preparation for further competition Vinaphone saw it as a priority to strengthen 
their sales- and marketing expertise, and were planning to engage an international consultancy 
company to help with this shortly. 
Despite the international influences and preparations for more extensive competition, 
it was pointed out that both operators was to a large extent ‘budget-driven’, rather than profit-
/owner-driven. The budgets are set by VNPT based on PT Ministry policy and regulations, 
and activities are planned and carried out with a look more to possibilities and limitations in 
the budget, than maximising the profit of the company. This is also something that is likely to 
change dramatically with the introduction of private ownership. 
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4.3 Government Policies 
 
I interviewed two representatives from the Post and Telecommunication Ministry 
about their policies for mobile telecommunication, reducing digital divides and increasing 
liberalisation and internationalisation in Vietnam. 
 
 
4.3.1 Digital Divide and Telecommunications 
 
The Vietnamese government claims to have a strong focus on digital divide issues. As 
a socialist (communist) government the policy is directed towards socio-economic 
development, and the importance of ICTs in this context has been emphasised by government 
officials on many occasions. Numerous practical projects and initiatives have been introduced, 
among these VSAT-based communication solutions for particularly isolated areas such as 
mountain regions and islands, and more than 7500 telecentres operated from post-offices. 
 
In terms of general telecommunication coverage the priorities of the government are 
1. Landline telephone access 
2. Internet access 
3. Mobile coverage 
 
As expected this has resulted in a much larger coverage of fixed lines than mobile networks. 
Mobile telecommunication was not seen as a strategic tool for decreasing the digital divide by 
any of the public sector employees interviewed. The view expressed by the PT Ministry was 
that mobile network coverage in the countryside would not be economically sustainable, and 
that a Universal Access Fund would be crucial in expanding the network coverage much 
further than today.  
A Universal Access Fund had recently been created, but neither funding nor use was 
clear at time of research. According to the PT Ministry the focus of this fund would be on 
technologies such as VSAT, WLL and Bluetooth, rather than ‘mainstream’ mobile networks. 
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Similar funds for extending ICT access to remote areas exist in many countries, and are 
financed both by private and public money.  
Although mobile phones were not seen as a strategic tool today, it was acknowledged 
that they had gone from being a luxury, to something more common, and that it might become 
a more important tool for development in the future. However the representatives interviewed 
did not know of any concrete plans regarding this. 
It was acknowledged that price is an important factor, and that mobile telephony is 
still very expensive in Vietnam. As mentioned before the PT Ministry sets the price level for 
the VNPT operators, and so far there has been no political aim in making mobile telephony 
affordable. In fact there has been a very large degree of cross-subsidising within VNPT, with 
profits from telecommunication services subsidising the postal service.  
The representatives from the PT Ministry told me that postal services were seen as a 
“state obligation to the people”. No attempts had been made at transforming this into a more 
business driven sector, and most services in the rural Post and Cultural centres were free or 
very cheap. As mentioned above there are 7500 of these centres, many with internet access, a 
small library and public telephones. The centres are quite well visited, and despite the cost of 
running them they have often been touted by the government as a great success in reducing 
the digital divides within Vietnam.   
 
4.3.2 Liberalisation  
 
As described earlier Vietnam has gradually opened markets to international competition 
during the last 10-15 years. The telecommunication sector has however been among the least 
open of the sectors, and this was also one of the major areas for discussion in the negotiations 
for WTO membership.  
The government has expressed great concern regarding opening of the 
telecommunication market. The local telecommunications companies are not seen as 
  
49 
competitive enough in an international market; “the competitiveness of domestic 
telecommunication companies is weak” (MPT, 2003).  
In my interviews with representatives from the Ministry it was also said that “opening 
market to foreign investors gives us more challenges than opportunities”, and they 
acknowledged that the main reason for opening the market is international pressure; “we have 
to go with the flow”.  
They expressed particular worries regarding the ability to continue reducing the digital 
divides in the country. The representatives said that it “will be difficult to maintain social 
profile and ensure national security objectives” with increased private and international 
ownership. They were particularly sceptical of ‘businessmen in suit and tie who come here to 
make money’, and expressed worries that private owners will only be interested in urban areas. 
They also expressed worries that international players had much more experience than 
themselves, and they felt a great need to learn more about the international 
telecommunications market. Some statements were that “we need to learn more from other 
countries”, “we need to build our confidence” and “we need to learn how they do things”. 
Again it was not the technical knowledge which was seen as most important, rather 
knowledge of business models, regulations, licensing etc.  
They also pointed out that although Vietnam has little experience with liberalisation 
and competition, the introduction of the new operator Viettel, and their fierce competition 
with the established players was a good practice for further competition later.  
Regarding the use of licences as a tool to reduce the digital divide, by including 
conditions on network coverage in less populated areas, this had not been looked into. So far 
licences had either been given for particular cities (for the CDMA operators) or for the whole 
country (the GSM operators). The licences were given on a case by case basis when 
applications were received. However this was one of the main areas where they wanted to 
look abroad for lessons.  
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5 Analysis 
5.1 Mobile Phones and the Digital Divide in Vietnam Today 
 
As shown in the previous chapter I found much less evidence of mobile phones improving 
digital divides within Vietnam, than what has been reported from other studies. Use and 
ownership of mobile phones is growing fast in Vietnam, so vis-à-vis the western, developed 
world mobile phones will help to reduce the digital divide, but on rural versus urban, or rich 
versus poor within Vietnam there is little, if any, positive effect. 
Mobile usage in Vietnam seems to follow a more ‘western’ pattern than what has been 
seen in Africa. It is the rich and well off who are the first to own mobile phones, and 
ownership and use is considered a ‘luxury’ and a fashion item. It is ‘a nice extra’ on top of 
access to landline telephony. Those who use mobile phones site advantages such as ‘quick 
and easy’, ‘convenient’, rather than use for education, safety or economic reasons.  
Two obviously important factors explaining this are price-level and landline coverage. 
Landlines were available in all areas where I did research, and generally the landline coverage 
is more extensive than the mobile coverage in Vietnam. This follows from the government 
policy of prioritising land line, and is in sharp contrast to most developing countries, where 
mobile coverage bypassed landline since the turn of the century.  
Regarding price this is still prohibitively high for mobile services in Vietnam. 
Competition has been introduced, but is not efficient enough yet. VNPT sets the prices for 
fixed line and the two largest mobile operators, Vinaphone and Mobifone, based on strict 
regulations by the Ministry of Post and Telematics (PT Ministry). Viettel, as a new entrant 
without a dominant market position, has fewer restrictions from the government, and have 
advertised that they will always be at least 10% cheaper than Vinaphone and Mobifone. 
However that still makes mobile telephony an expensive means of communication. According 
to VNPT’s price list a post-paid mobile subscription costs more than double a fixed line 
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subscription, and the mobile call prices are more than 10 times that of fixed line prices (VNPT 
2006). 
Another illustration of the price level can be given as comparison between the price of 
stamps and mobile phone calls in Norway and Vietnam. In Vietnam a stamp costs 800 dong 
(0.35 NOK), while 30 second of pre-paid airtime costs 818 dong. In Norway a stamp costs 
6,50 NOK, and the price for one minute pre-paid airtime is about 1 NOK (often less). In other 
words you can speak for 6 minutes and 30 seconds for the price of a stamp in Norway, and 
only 30 seconds Vietnam.  
Apart from price and landline coverage it is more speculative what other reasons there 
might be for the lower level of mobile uptake compared to Africa. One factor might be the 
lack services targeting the rural, poor or disadvantaged. No such services existed in Vietnam 
at the time of the research. Examples from other countries include price information for 
farmers, subscription-setup for renting out the phone to others (like the phone-ladies in 
Bangladesh), and money-transfer services for people with no bank-accounts. Without further 
research it is however very difficult to say how important these services have been for the 
popularity of mobile phones among the poor in other countries.  
Another factor might be establishment of a large number of rural tele-centres, usually 
located in the post-offices. These have been an important part of the government strategy to 
towards reducing the digital divide, and there are more than 7500 of these centres, all over the 
country. They provide a minimum level of connectivity, which might reduce the need to have 
mobile phones for reasons such as health and safety. It is however hard to say if there is a 
direct link between tele-centres and spread of mobile phones, looking at this would need 
further research.  
In sum there is little evidence of mobile phones helping to reduce digital divides 
within Vietnam today, and also there is currently no focus in Vietnam on using mobiles for 
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this purpose. Whatever potential mobile phones have for reducing digital divides, this is not 
recognised by the government and operators today.  
  
5.2 Competition in Mobile Telecommunication Markets 
 
Since the middle of the 1980s most developed countries around the world, and an increasing 
number of developing ones, have liberalised their telecommunication markets. The degree of 
regulation varies between different telecommunication services; value added services and 
international telephony are among the most liberalised, while local connection to the fixed 
line network are among the least, and still remains a monopoly in many countries.  
It is generally acknowledged that this liberalisation has led to lower prices and better 
services for the customers. A working paper for OECD, which looked at the effect of 
liberalisation in OECD countries from 1990 to 1997 states that “Even controlling for the 
influence of technological development, increasing product market competition (proxied by 
the share of new entrants or by the number of competitors) generally brings about 
productivity and quality improvements and reduces the price of all the telecommunications 
services considered in the analysis [domestic long-distance fixed telephony, international 
long-distance fixed telephony and cellular mobile telephony.]” (Boylaud, O and Nicoletti, G, 
2000) 
They conclude that “Final and intermediate users of telecommunication services are 
likely to gain a lot from an acceleration of liberalisation initiatives and regulatory practices 
that make it possible for new foreign and domestic operators to compete effectively.” (ibid) 
Vietnam has been very reluctant to open the telecommunication markets, but the 
government is gradually opening some services (like Internet access and value added services) 
to full private competition, and as discussed the plan is to open the mobile market further as 
well. The government does recognise the potential of open markets, such as cheaper and 
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better products and services, but there is deep concern about the competitiveness of local 
companies compared to the big multinationals (MPT 2003), and there are also worries that 
private companies will focus too much on the urban areas, “while the rural and remote areas 
are left to nobody” (ibid). Both these concerns were also raised by the representatives from 
MPT in my interviews. 
The competitiveness of local companies is a concern shared by many developing 
countries when opening their markets. The mobile market has become very globalised, with 
large multinational companies such as Vodafone (operations in about 20 countries) and the 
Norwegian Telenor (operations in 12-13 countries) who have very high expertise in both 
technology, commercial issues and products and services. They also have the ability to attract 
local staff with higher wages and better training opportunities than most local companies are 
able to offer.  
To ease the situation the liberalisation is often done gradually, and with several years 
warning, allowing local companies time to catch up technologically and commercially. In 
Vietnam the first step is expected to be opening of some existing companies to foreign 
ownership up to 49%, and even now there are business cooperation contracts set up, with the 
idea that local companies will benefit from international knowledge. 
All my interviewees were very consistent in their opinion that Vietnamese companies 
were lagging in terms of both technological and not least commercial “know-how”. But they 
were also very consistent in stating that the cure was to learn more, and most seemed 
confident they could catch up over time. And the learning process is well underway. The BCC 
between Mobifone and Comviq was mentioned by almost all my interviewees as a big success 
in transferring knowledge, and the MPT also pointed to the current competition between 
Viettel and Mobifone/Vinaphone as a great learning process for the ministry.  
This seems consistent with evidence from other countries. “The prospect of 
competition (as proxied by the number of years remaining before liberalisation) generally has 
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a strong positive effect on the productivity and the quality of services and a strong negative 
effect on prices. There mere prospect of an imminent liberalisation prompts significant 
adjustments by incumbents to the new competitive environment.” (Boylaud, O and Nicoletti, 
G, 2000) 
Statistics from ITU also shows that the number of subscribers tends to increase also 
for the incumbent (existing operator) with the introduction of competition.  
 
Market YC-1 YC a. YC+1   
Belgium 185 378 675    
Chile 57 115 182  
Estonia 13 26 53  
France 44 370 700  
Italy 47 1910 5600  
Latvia 10 27 65  
Netherlands 68 241 484  
Romania .. 20 200  
Table 4. Subscriber to the incumbent’s mobile network before and after GSM competition.  
Numbers in thousands.  
.. Not available 
a. Year in which competition starts 
Source: Rossotto et al, 1999, based on ITU indicators. 
 
 
The Vietnamese market is showing similar growth patterns. When I was conducting my 
research in Sept-Oct 2005 there were about 8 million subscribers, while in May 2006 MPT 
gave the figure as 11 million. Altogether there were 18 million telephone subscribers that 
month, giving a ratio of 21.7 phones per 100 residents, which according to MPT is double the 
figure from 2004. (Vietnamnet, 2006) 
Given the current growth in the market, the willingness of the Vietnamese to learn and 
expand their knowledge, the gradual opening of the mobile market and the experience from 
other countries, there is reason to believe the existing local companies will continue to grow 
in terms of revenue and number of subscribers, even when foreign competition is introduced. 
Still it is worth noting that this can be a painful experience for the incumbent, with much 
higher demands on efficiency and continued growth. Most will have to go trough though 
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restructuring processes, sometimes over several years, and often with cost cutting and 
resulting redundancies.  
For the customers the experience with competition seems purely positive though. 
Prices drop, networks are expanded and new products and services are introduced.  
 
 
 
5.3 Liberalisation and Effects on the Digital Divide 
 
To what extent do these benefits reach the poor? Is the Vietnamese government right to worry 
about “businessmen in suits and ties” who are only interested in the most profitable areas 
(stated interview with MPT), and will the rural areas be “left to nobody”? 
 
5.3.1 Network Coverage 
 
In terms of expanding network coverage to rural areas there is no evidence that this is reduced 
on introduction of competition. To the contrary networks have expanded very rapidly after the 
introduction of competition, particularly in Africa, where many areas now have mobile 
coverage even though there is no electricity. The simple reason for this seems to be that with 
the efficiency of new technology and commercial models mobile networks keeps proving 
profitable in larger and larger areas. The uptake (number of new subscribers) is often higher 
than expected, and users are also willing to spend a surprisingly high percentage of their 
income on mobile telecommunication. “Very little research has been done on this [..], though 
what there is suggests that low-income communities use some ICTs, when they become 
available, much more extensively and dynamically than had been anticipated by policy-
makers and suppliers – particularly where they do not require significant new skills of 
resources (radio, voice telephony) and where they bypass or substitute for less effective 
alternatives (transport, postal services).” (OECD, 2004a, p16) 
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Vietnam has a relatively densely populated countryside. The country is only slightly 
larger than Norway, but has 83 million people, 80% of these living in the countryside. Based 
on experience from other countries it is likely that large parts of this will be profitable for 
private companies, who will continue to expand the network.  
However there will still be some unprofitable areas, such as remote mountain terrain, 
with very low population density. To ensure coverage in such areas additional measures will 
be needed. One option is government sponsored programs, either for GSM coverage, or using 
alternative technology such as satellites (VSAT terminals). Vietnam already run several such 
projects; particularly on small island communities.  
Another option is to include coverage of unprofitable areas in the licensing conditions 
for the networks. For instance the Norwegian operators commit to certain network coverage 
in terms of geographical coverage, and percentage of people who should be covered. Another 
option is to licence limited geographical areas to an operator, and include both urban and rural 
areas in the package, a model which have been used in some African countries.  
According to the MPT representative interviewed, Vietnam has so far not made use of 
any such measures in the licensing agreements. So far this has not been a very relevant issue, 
as the government control the operators, and can decide directly where to expand the network. 
For instance the operator with closest ties to the government; Vinaphone, have quite extensive 
networks in sensitive border areas and made no secret of this being for political reasons. 
However the government was looking to other countries for lessons on licensing, and again 
expressed a strong willingness to learn, as this will become much more relevant with the 
upcoming privatisation.  
The conclusion seems to be that networks expand faster with competition, and 
licensing and regulation can be use to offset some negative effects in terms of areas which are 
not commercially viable. Also alternative technologies can be used in very remote areas, 
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sometimes financed through ‘universal access funds’ where the commercial actors have to 
contribute a part of their profit.  
 
5.3.2  Prices and Affordability 
 
Maybe the most important impact of competition is the effect it has on prices. This is 
particularly important for the poor, and coupled with the decreasing prices for handsets, will 
make mobile telecommunication affordable to more and more people in developing countries. 
These countries have become important targets for both operators and handset manufacturers 
looking for continued growth, and several handsets are now being developed particularly 
targeting the poor. These handsets are generally basic in functionality, designed to be easy to 
use, and built in robust materials and mass produced to push the price down as far as possible.  
Regarding subscription and call prices these have decreased in Vietnam over the last 
couple of years. Asked whether the entrance of Viettel into the marked was having an effect 
on prices several of my interviewees gave a surprised look, followed by “Of course!”. 
Consumers, operators and government representatives all agreed that Viettel had been 
important in pushing prices down, and in a competitive situation Vinaphone and Mobifone 
were trying to lower their prices further. As these operators both have more than 30% of the 
market share they have more restrictions set by the government, including on lowering prices. 
At the time of my research they were both in a dispute with the MPT over the length of 
charging period for mobile phone calls. The standard in western countries is that customers 
are charged per second for the call they make, so if you make a 15 second call you only pay 
for 15 seconds. Vinaphone and Mobifone charged per 30 seconds, while Viettel charged per 6 
seconds, something which had proved popular with customers. The dispute was well reported 
on in Vietnamese newspapers when I was there, and is a good example of how competition 
force existing operators to lower charges and become more customer focussed.
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Another important aspect of affordability is the introduction of pre-paid services. This 
has been claimed as one of the major advantages with mobile telecommunication over fixed 
line, both in developing and developed countries. Pre-paid subscriptions have the advantage 
that they give full control over the spending, and they can be sold to everybody, also those 
without the creditworthiness required for post-paid subscriptions. This has proved particularly 
important in developing countries, where many don’t have bank accounts or even valid id-
cards. Some form of pre-paid subscriptions are now offered by most operators, whether there 
is competition in the market or not, including in Vietnam. 
 
 
5.3.3 New Services and Innovative Ability  
 
In many developing countries new products and services particularly targeting the poor have 
been developed. This includes payment services, information-services for farmers and 
fishermen and rental of mobile phones (see chapter 3.2 for more details). I did not come 
across any such services in Vietnam, despite the pro-poor agenda of the government.  
Based on the research carried out for this thesis it is not possible to conclude with 
certainty that this would be different if the market was liberalised and more competition and 
international ownership was introduced. However experience from other countries makes this 
very likely.  
Private firms tend to be more innovative, driven both by the desire to make money, 
and also to have a ‘socially conscious’ image. Some of the services targeting the poor have 
been developed under a Corporate Social Responsibility heading, and some are cooperation 
projects with UN-agencies and national development organisations. In comparison the current 
government-owned operators in Vietnam are more budget-driven, and have little incentive to 
develop this type of services, unless ordered by the government to do so.  
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According to Lam (2005) innovation requires a flexible structure, and bureaucracies 
usually have a rigid structure making them unlikely to be innovative. Innovation is needed not 
just for development of new services, but is also an important factor for extending the 
network coverage, and reducing prices. Chantwell (2005) stresses the need for competition 
and inter-firm rivalry and cooperation for innovation to take place.  
Also Metcalfe (1994) stresses the importance of competition for increasing innovation, 
and states that “to generate the condition in which private firms engage in a wide range of 
innovation experiments is the way to promote the effective discovery of the superior products 
and methods of production on which rising standards of living depend.”  
Further support is found in this conclusion on the importance of competition to 
encourage universal access from OECD (2004b): 
 
A related key point is the role of competition in the diffusion of new technological 
advances. … Competition spurred innovations in applications and technologies, 
(including Internet and mobile), in equipment, in service range, and in pricing 
mechanisms (including the use of pre-paid). … For users, innovations meant an 
upsurge in service offering, affordability and accessibility. Thus, technological 
innovations, spurred and enabled by markets, have greatly contributed to increasing 
universal access. 
 
The conclusion that can be drawn from this is that both empirical evidence and theory point to 
the advantage of competition and open markers for innovations to take place. As discussed 
above new innovations have been critical for the spread of mobile phones to the poor in many 
developing markets, through better coverage, lower prices and new services. It is therefore 
very likely that opening the Vietnamese mobile market will have a considerable impact for 
reducing digital divides within the country.  
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5.3.4 Knowledge and Learning 
 
Following on from the conclusion that opening the market would be likely to reduce digital 
divides within Vietnam, through innovation leading to lower prices, better coverage and more 
services, I want to explore the role of knowledge and learning in this context. 
Referring to the “Aalborg school” of innovation studies Castellacci et all (2005) writes 
that “Knowledge is the most fundamental resource in the modern economy, making learning 
the most important process”. 
The ICT-based paradigm is characterised by the rise of service industries. In the 
service sector non-technological and organisational knowledge is often particularly important. 
This is also true for mobile operators. They are part of an international and knowledge 
intensive sector, with many international players, and where innovation is driven as much by 
the ability to exploit technology for new and improved products and services, as by new 
technological developments themselves. The mobile telecommunication sector consists of 
both manufacturing and service companies. Also customers need both mobile handsets and a 
communication service offered by an operator in order to use their mobile phone for 
communication. Although innovations in handsets are racing ahead in the west, I would argue 
that the service aspect is the most important for making mobile phones benefit the poor, and 
that “low-tech” and process innovations are of major importance. Examples of such 
successful innovations which also play a role in reducing digital divides include the 
introduction of pre-paid cards, smaller top-up values, village phone schemes, mobile-to-
mobile services, handset subsidies, rental options, simple and targeted services like market 
prices, job-boards and SMS-banking. Process innovation is also important in improving 
efficiency and archiving cost reductions, which again allow further network expansion and 
lower prices. 
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In addition to technical ability a competitive company will thus have to focus on 
process innovation and efficiency, which requires non-technical knowledge in areas such as 
management, marketing, organisation, and product development. As has been discussed all 
my interviewees in Vietnam mentioned the need for more knowledge, and it was particularly 
the need for more business-related knowledge which was emphasised. They also agreed that 
the experience from the Business Cooperation Contract between Comviq and Mobifone had 
been very positive with regard to transfer of this kind of non-technological knowledge.  
Also the importance of what can be labelled “tacit” knowledge (see ch 2.2.4) was 
emphasised. The Mobifone employees who had worked with Comviq particularly emphasised 
the importance of learning from seeing “how they do things”, “how they think” and “how 
they solve problems and make decisions”. The importance of transfer of tacit knowledge is 
also indicated by VNPT’s opinion that Mobifone was a more flexible and “confident” 
company due to the BCC with Comviq. 
I will argue that there will be extensive potential for further learning in Vietnam’s 
mobile sector, by opening the market to international investment and allowing in international 
operators. As mentioned the mobile telecommunication sector is a very international industry, 
where large multinational operators enterer into new markets, bringing with them new 
technology and know-how. As service companies with both businesses and private customers 
as their targets, mobile operators tend to be tightly integrated in the countries where they 
establish themselves, much more than for example a production unit for export-oriented goods. 
They often bring in their own management (at least for the initial phase), but also employ 
local staff and management, as they need to understand local needs.  
Vietnam should be well placed to benefit from this opportunity. Besides a high level 
of general education and literacy, they also express a very strong willingness to learn, both 
within in the mobile operators and the government. 
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6 Conclusion 
 
Vietnam has experienced strong growth in the mobile telecommunication sector, particularly 
after the introduction of Viettel and thus more competition. As the growth is higher than in the 
saturated western markets, it can be argued that mobile phones have helped reduce the digital 
divide between Vietnam and the west. However, in terms of pro-poor development and digital 
divides within Vietnam, there is little evidence of impact from mobile phones. My research 
shows no effect in bridging divides between the poor and the well off, educated and non-
educated, or urban and rural areas. 
Today most of the Vietnamese telecommunications sector, including mobile operators, 
is government owned and managed. The Vietnamese government has considerable focus on 
digital divide issues, but has not yet recognised the potential of mobile phones in this context, 
and they have no particular policies regarding mobile phones and socio-economic 
development. 
The mobile operators are tightly controlled by the government, and partly as a result of 
this they remain budget driven, rather than result driven, and less flexible and innovative than 
their international counterparts. This is also – to some extent – acknowledged by the 
government, and plans are being made to increase private and international ownership in the 
mobile sector, and establish an independent regulator.  
Allowing international actors into the Vietnamese market is likely to bring in much 
sought after international knowledge. The experience with existing international cooperation, 
through supplier relationships and Business Cooperation Contracts has been very positive. 
Vietnamese in both the operators and the government feel that they benefited a lot from these 
opportunities, and they recognise the need for much more knowledge, particularly in areas 
such as business development, management and marketing. 
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A huge body of theory end empirical evidence show the importance of knowledge and 
learning for innovation and economic development. For a mobile operator in a developing 
country non-technical business knowledge and innovative capability would be particularly 
important. Vietnam’s history of strong government control has not favoured the development 
of this type of knowledge, and this is likely to be a challenge for existing operators when the 
market is opened for international competition. Still Vietnam is set to benefit a lot from such 
opening, even though it might be a steep learning curve, both for operators and for the 
government.  
In other countries open markets and international competition has lead to lower prices, 
better networks and more innovative services, and it is likely to do the same in Vietnam. 
Moreover countries with private competition seem to do better not just in terms of overall 
mobile ownership and usage numbers, but also in using the technology to benefit the poor.  
Still, some areas will not be commercially sustainable, such as small island 
communities or rural mountain areas. Here complimentary solutions, such as use of the 
universal access fund could be used. These areas might be smaller than the government thinks 
though, as mobile communication is proving economically viable in more and more remote 
locations. Also the government should consider licences which put demands on coverage as a 
percentage or particular areas.  
Liberalisation of mobile markets is unlikely to bridge all digital divides. There is little 
research on how use of mobile phones influence use of other digital technologies, such as 
computers and the Internet. It is therefore too easy to say that the digital divide is bridged by 
giving people have access to mobile technology, although it is a major step in the right 
direction.  
New research is emerging at great speed on many of the factors discussed in this thesis, 
such as the effect of mobile phones on economic growth, the importance of liberalisation and 
the potential for positive socio-economic impacts and reducing digital divides. In all these 
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areas there is a large need for further research though, as the strong growth of mobile services 
in developing countries is so recent we are unlikely to have seen all effects yet. It would also 
be very interesting to see some further research regarding how mobile phones influence the 
use of other technologies, in particular the Internet. 
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